
JULJ42Q08

i
2
3
4
5
6
7
8
9
10
11
12
13
14
IS
16
17
18
19
20
21
22
23
24
25
26
27

28
29
30

31
32
33
34
35

FEDERAL ELECTION COMMISSION
999 E Stncff N.W»

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

COMPLAINANT:

RESPONDENTS:

RELEVANT STATUTES
AND REGULATIONS:

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES CHECKED:

MUR 5964
DATE COMPLAINT FILED January 16,2008
DATES OF NOTIFICATION Much 21.2008

and May 27,2008
LAST RESPONSE RECEIVED May 6,2008
DATE ACTIVATED April 1,2008

EXPIRATION OF SOL January 10,2013

Michael R Sneed

Schock for Congress and
Rachel Honegger, in her official capacity

Aaron Schock
Citizens for Schock and
Robert Moss, m his official capacity

Wilson Grand Communications, Inc

2USC §434(b)
2USC §441b(a)
2USC f44h(eXlXA)
11CFR §1103(d)

Disclosure Reports

None

36 L INTRODUCTION

37 Tne Complaint in Ihia *""*ty alleges fl1** Aaron Schock's State campaign

38 committee, Citizens for Schock, transferred an asset to his federal campaign committo
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1 Schock for Congress, m violation of the Federal Election Cam^^

2 mnmdfld ("the Act") !

3 The asset w question is video footage of Aaron Schock walking through tiie

4 nimoisStatehouse with a staff person ("the footage") The footage was filmed by Wilson

5 Grand Communications, Inc ("WOC") and used ui television advertisements Citizens for

6 Schock (the "State Committee11) paid WGC to create ui connection with Aaron Schock's

7 2006 campaign for re-election to the Illinois House of Representatives The Complaint

8 alleges that the footage is now being used in television advertisements paid for by Schock

9 for Congress (the "Federal Comnuttee'O in connection wim Aaron Schock's 2008

10 campaign for election to the United States House of Representatives 2

11

12 the footage in television advertisements promotuig Aanm Schock's Congressional

13 campaign, but it claims that it paid WGC, who it asserts own* the footage, the fiur market

14 value for the use of the footage Sec Federal Committee Response at 2 However, as

15 discussed more fully infiwt there is a reasonable l^fflihood 1*1** the State Committee, not

16 WGC, owns the footage, and mat the Federal Committee has not paid me usual and

17 normal charge for the use of the footage In view of the likelihood that the State

18 Committee owns the footage, which may have been pud for wimnonfederal funds, we

19 recommend that the Commission find reason to beheve that Aaron Schock and the State

20 OmmutteeaiiditstreasurerviolatedlUSC §44h(cXlXA)and 11 CFR §1103(d),

21 and that the Federal Committee and its treasurer violated 2USC §§ 44h(eXlXA) and

1 Aaron Schock n pretendy • member of the nhnoii Home of RepfnuMitivei HeuilfOAcndKkUefior
uic Untod Stiles Home of RcproiciiiitivBi fion lUmou* lo GooaRHniiBl Distnct
2 TheFeiknlCoojnittw'itelevistofladvvrtuein^
htt //WWW
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1 434G>),andllCFR §1103(d) In the alternative, because WGCmay own the footage,

2 and the Federal Committee did not pay the

3 footage in ite television advertisements, we recommend that the Commission find reason

4 tobehevethatWGCviolated2USC §441b(a) and the Federal Committee and its

5 treasurer violated2 USC §§441b(a)and434(b)

6 IL ANALYSIS

7 A*

8 The footage at issue was produced puisum^

9 Committee and WGC ("Contract") The Contact, which is attached to the Federal

10 Committee's Response, provides, inter alia, "[a]U art work, media materials, tapes,

11 commercials, and other creative products are the exclusive copyngfrted property of WGC

12 and by this agreement WGC does license use of such materials to [Citizens for Schock]

13 ui perpetuity " Federal Committee Response at 6 This language, however, does not

14 make it clear as to whemer WGC or me State Committee owns the footage

15 Under US Copynght law, d^ copyright owner can trans&r his or her n^t to u^

16 the copyng|itedwoik by granting a hcense to anomer person &017USC §201(d)

17 ThegraiitofanexchisivehceiiseaxmiaUytran

18 exclusive hcense does not SeeDavav Afee, 505 F 3d 90, 101 p^Cir 2007) The

19 Contract does not specify whether WGC granted the State Committee an exclusive or a

20 non-exclusive hcense An exclusive license would mean mat the State Committee could

21 transfer the nght to use the footage to the Federal Committee By contrast, if the hcense

22 WGC granted the State Committee was non-exclusive, then WGC owns the footage The
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1 proposed investigation in this matter would detemune whether WGC or the State

2 Committee owns the rootage3

3 B. Kkniii and NOP««I Charge for Uie of the Footage

4 The Commission's regulations define *^uual and nomial charge'* as Mthepnce of

5 those goods in the market from which they oidiiianlywoiiM have been purchased at the

6 tome of the contribution" 11CFR §10052(dX2) The Federal Committee attached an

7 invoice from WGC to its Response, which shows that WGC billed the Federal Committee

8 $750 for 250 DVDs containing the 2006 and 2008 television advertisements4 Federal

9 Committee Response at 9 The Federal Oraimittee claims that it paid WGC $750 "to

10 produce the DVDs, which included use of the footage and the duplication of the DVDs "

11 Id at 2 The Federal ftmumttee asserts that $750 ufo^

12 such activity" Id

13 WGC's invoice, however, does not indicate what portion of the $750 was for

14 duplication and what portion was for use of the footage As noted, WGC's invoice

15 describes what the $750 coven, namely, "250 DVDs of 2006 and 2008 ads " Although

16 $750 might be the usual and normal charge for maku^

17 containing the 2006 and 2008 television advertisements, WGC*smvoice does not appear

18 to support the Federal Committee's assertion mat $750 included bom a fee for the

19 duplication of the DVDs «»d me usual «*»d normal charge for |imnB the footage in die

20 Federal Committee's television advertisements Indeed, on its nice, the invoice is sunply

21 for making 250 DVDs of the 2006 and 2008 ads The charge for using the footage is not

* Neither WQC nor the Stole Committee submitted a response to our notification letters dated May 27,
2008
4 Conylaniant alleges that he received one of these DVDs St» Complaint
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1 indurated on the fin?** of the invoice and the absence there from is not exp d or

faadi l

2 acknowledged m the Federal Comimttee's Response The proposed mvestigation in this

3 matter would determine the usual and nonnal charge for the use of the footage

4

6
7
8 Section 1 10 3(d) of the Commission's regulatoris provides, mmatenalpa^

9 transfers of asset! from a candidate's campaign committee fi» a nonfederal election to ma

10 or her principal campaign committee for a federal election are prohibited 11CFR

11 §1103(d) The Commission, however, has permitted the transfer of a nonfederal

12 committee's aasets to the campaign committee of a candidate for federal office when

13 such transfer was conducted under (nurem market practi(^s and at the usud and noirnal

14 charges See Advisory Opinion 1992-19 (Mike Krmto for Congress Committee) (lease

is of state campaign committee's computer equipment to candidate's federal campaign

16 committee)

17 In addition, Federal candidates and officeholders, or entities directly or indirectly

18 established, financed, maintained or ointroUed by them, are restncted from sohcitmg,

19 lecaving, dvectmg. tiBJisteing, or spendmg nonfederal mnds &e2USC

20 §441i(eXlXA) The State of nhnois does not prombit corporations fiomm^

21 contnbunons to candidates and the State Committee's disclosure reports show that it

22 accepted ccatntaitrons from coiporati^

23 Coinmittee paid WGC to produce me tdevision advertisements coix^^

24
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1 Qmsequently, it is possible that a portion of the f^^

2 to purchase the footage came from sources prohibited by the Act See 10ILCS 5/9-16,

3 26 111 Adm Code$ 10010.2USC §441b(a) Thus, if the Federal candidate Aaron

4 Schock and hu State Committee transferred the fix)tage to the Federal Committee, and

5 the Federal Coinmittee did not pay the usual and normal c^^

6 conduct would constitute a violation of 2USC §44h(eXlXA)and 11CFR

7 §1103(d)3 Se^eg.MUR 5480 (Levetan for Omgre^^

8 the candidate and her state and federal campaign committees violated 2 U S C

9 §44h(eXlXA)andllCFR § 110 3(d) by transferimgpollmgd^ta paid for by the state

10 ccnuiuttee to the feo^rd coimmt^

11 to believe mat the candidate and his state and federal campaign committees violated

12 2USC §441i(eXlXA)andllCFR § 110 3(d) where the state committee made

13 expenditures that benefited the candidate's federal election campaign) The available

14 information does not suggest that the Fed^rd Committee paid the State Committee the

is uiHFPI and normal charge for use of the footage

16 This transfer from the State CoinnutteewouMalso(X)nstituteaconmbuUontothe

17 Federal C^niimttee, which it would be irequurd to disclose See2USC §434(b)

18 Because me Federal Coinirnttee did iiot report the recapt of the State

19 contnbution, it appears that the Federal Committee may have violated2USC §434(b)

20 asweU6

3 AnonSchockfauiiotiiibimttedanspoM
V

gnphyreiiiibiirM^ &« Federal Coimnittee1! 2007
October Quuteriy Report, 2008 Pro-Pnn»iy Election Report, and 2008 April Quarterly Report
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1 Therefore, we recoinmetid mat me Com

2 Schock and Citizens for Schock and Robert Meiss,m his official capacity as treasurer,

3 violated2USC §44h(eXlXA)andllCFR } 110 3(d) by transferring an asset to the

4 Federal Committee We further recommend mat the Commission find reason to beheve

5 that Schock for Q)ngress and Rachel Honegger.m her official c^

6 violated2USC f § 44h(eXlXA) and434(b)f and 11 CFR § 110 3(d) by receiving an

7 asset transferred from the State Committee and by fiuhng to report the receipt of a

8 contribution form the State Committee

10 Made n, Prohibited Corporate Contribution to *^g Federal
11 Committee
12
13 Under the Act, corporations are prohibited from making contnbuhons or

14 expenditures fiom their general treasury funds in connection with the election of any

15 candidate for federal office It is also prombited to knowmgly receive such a

16 contribution 2USC §441b(a) WGCismcoiporatedmmeO)mmonwealthof

17 Virginia anHt HierMhr^ if pmhiliited ftnm ffinVinfl rrnifnhiitiona to wmfafot*B for ^MilCTa!

18 office The term "contribution" includes "anyming of value " 2 U S C f 431(8XAX4

19 The tennuanymmg of valuenmcludes the provision of any good^

20 mat is less than the usual and normal charge for such goods or services SwllCFR

21 §100S2(dXl)

22 If the license WGC granted the State Committee was a non-exclusive license,

23 men WGC owned the footage Because the available information suggests that WGC

24 may have charged the Federal Committee scmetmng less than the usual and nonnal

25 charge for the use of the footage in the Federal Committee's television advertisements,
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8

1 WGC may riave made a contnbution to the Federal Q)mmitteem violation

2 §441b(a) By krwwinglyacceptmg this contnbuhon, the Federal Corn^

3 violated2USC § 441b(a) as well Therefore, we recommend that the Commission find

4 reason to believe that Wilson Grand Communications, toe violated 2 US C {441b(a)

5 bymafaiigaprombitedcoiporaJem

6 for Congress and Rachel Honegger, in her official capacity as treasurer, violated 2 U S C

7 §441b(a) by knowingly receiving a corporate contribution

8

10

11

12

13

14

IS IV.

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

RECOMMENDATIONS

1 Find reason to believe mat Schock for Congress and Rachel Honegger, in
her official capacity as treasurer, violated2USC §§ 434(b), 441b(a) and
44h(eXlXA). and 11C F R § 110 3(d).

2 Find reason to believe that Aaron Schock violated 2 USC
§ 44h(eXlXA) and 11 C F R § 110 3(d),

3 Fmd reason to believe that Citizens for Schock and Robert Meun,m his
official capacity as treasurer, violated 2 U S C § 441i(eXlXA) and
11CFR §1103(d),

Find reason to believe mat Wilson Grand
2USC §441b(a),

iicstions. IDC violated
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Approve me appiujjiime leners
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General Counsel
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Dab v Arm Mane Te
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^^^^^- mirr^Si \ ^
Associate General Counsel

for Enforcement

UA
Mark Allen

fttU
Acting Assistant General Counsel

1
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Jack Gould
Attorney

y^"^ /7^
w v^Orti/CW— •


